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Increased global trade liberalisation, fuelled by favourable multilateral trade 
agreements, mainly Article VII of the General Agreement on Tariffs and Trade 1994 
(GATT 1994) was the genesis of a new world order characterised by the proliferation 
of a large number of once domesticated corporates establishing presence beyond 
domestic markets. The direct result of the rapid global presence by corporates was 
the birth of an estimated 79 000 parent companies with 790 000 foreign affiliates (both 
collectively referred to as Multinational Entities) by the end of 2007. Predictably, the 
establishment of operations in new foreign markets by Multinational Entities (MNEs) 
led to a spike in the flow of goods between members of the same MNE group.  By 
2015, the International Chamber of Commerce reported that 60% of global trade in 
terms of value comprised of intercompany transactions.   
However, global trade between MNEs opened a gap for MNEs to significantly reduce 
their income tax bills at group level through the use aggressive tax planning practices 
(involving transfer pricing) which led to the erosion of global Corporate Income Tax 
(CIT) revenues estimated to be between USD100 to USD240 billion annually. In a 
globalised economy, there was a need for governments to fight harmful tax practices 
by MNEs and the result was the formation of the Base Erosion and Profit Shifting 
Project (BEPS Project) in 2013 tasked by the G20 countries to craft multilateral 
measures to fight the new global CIT erosion challenge.   
MNEs that procure goods from related parties have always faced difficulties regarding 
the valuation of goods because of sheer suspicion among customs officials that 
custom duty values (transfer prices) that MNEs declare are influenced by their 
relationship. However, following strict GATT 1994 guidelines, the transfer price as 
determined by the related MNEs using appropriate transfer pricing methodology 
should be used as the acceptable customs duty value by the importing member of an 
MNE. This interplay between the transfer price and customs duty value between 
exporting and importing related MNEs has always attracted major scrutiny from 
customs officials in Africa. This study aims to understand the interlink between transfer 
pricing guidelines and customs valuation regulations and highlight why despite the 
clear link, customs authorities seem not to be aware of this very important link.   
IV 
 
The researcher undertook a qualitative research to tap into the knowledge and 
experience of experts and specialists in the transfer pricing and customs valuation field 
as well as work already done by global trade bodies to understand the exact nature of 
the customs valuation challenges faced by MNEs on their Africa bound imports. The 
research results support the claim that customs authorities generally treat imports in 
controlled relationships with suspicion, leading to costly customs valuation challenges 
for the affected MNEs. Organisations promoting global trade like World Customs 
Organisation, World Trade Organisation and Organisation for Economic Cooperation 
and Development have accepted the existence of these challenges and have started 
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Arm’s length The international transfer pricing standard that OECD member 
countries have agreed should be used for tax purposes by MNE 
groups and tax administrations, and this standard compares the 
transfer price charged between related companies to the price 




Any transaction, operation, scheme, agreement or 
understanding entered directly or indirectly between a person 
who is a resident and another person who is a non-resident and 
the transacting persons are connected and – any term or 
condition of that transaction, operation, scheme, agreement or 
understanding is different from any term or condition that would 
have existed had those persons been independent persons 





Refers to tax planning strategies used by MNEs that exploit gaps 
and mismatches in tax rules to avoid paying tax. 
Connected 
persons 
In relation to companies, means two or more companies in which 
one company (controlling group company) directly or indirectly 
holds shares in at least one other company (controlled group 
company), to the extent that: 
(a) at least 50 percent of the equity shares in each controlled 
group company are directly held by the controlling group 
company, one or more other controlled group companies or any 
combination thereof; and 
(b) the controlling group company directly holds at least 50 per 




Transactions between two enterprises that are associated 
enterprises with respect to each other. 
IX 
 
Interest Gross amount of any interest or similar finance charges, 
discount or premium payable or receivable in terms of or in 
respect of a financial arrangement and an amount (or portion 
thereof) payable by a borrower to the lender in terms of any 
lending arrangement as represents compensation for any 
amount to which the lender would, but for such lending 




Companies that operate in their home country, as well as in 
other countries around the world and maintain a central 
office located in one country which coordinates the management 
of all other offices such as administrative branches or factories.  
Parent 
company 
The ultimate holding company of a group of companies. 
Round of talks Meetings where General and Agreement on Tariffs and Trade 
contracting parties negotiated tariff concessions.   
Tariff code  A tariff code is a product-specific code as documented in the 
Harmonized System (HS) maintained by the World Customs 
Organization. 
Tax benefit Refers to any avoidance, postponement or reduction of any 
liability for tax. 
Tested party The party to the transaction in a controlled transaction for which 
a financial indicator (mark-up on costs, gross margin, or net 
profit indicator) is tested. 
Transfer 
pricing 
The valuation for tax purposes of cross-border transactions 
between associated enterprises. 
Uncontrolled 
transaction 
This is a transaction between two independent parties that is 
comparable to the controlled transaction under examination. It 
can be either a comparable transaction between one party to the 
controlled transaction and an independent party (“internal 
comparable”) or between two independent parties, neither of 
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1. Chapter 1: Introduction to the study 
1.1 Background 
“No country in recent decades has achieved economic success in terms of substantial 
increases in living standards for its people without being open to the rest of the world” 
(International Monetary Fund (IMF), 2001). According to  United Nations Conference 
on Trade and Development (UNCTAD) (2008), the free movement of goods between 
countries (global trade) is a key catalyst for economic growth, development and 
poverty reduction. However, when goods move though country borders or regional 
economic blocks, customs duty becomes payable and serves two main purposes: 1) 
generation of revenue for the government; and 2) to serve as a protective measure 
shielding the domestic industry against imported goods (Stiglingh, Koekemoer, Van 
Schalkwyk, Wilcocks & De Swardt, 2020). A balance is therefore needed between the 
protection of local industry and the need to open the country for global trade (Cooper, 
Fox, Loeprick & Mohindra, 2016). It is against this backdrop that crucial rounds of trade 
negotiations, starting with the Geneva Conference in 1947 which gave birth to the 
General Agreement on Tariffs and Trade (GATT 1947), and ending with the Uruguay 
Round and Marrakesh Declaration in 1994, gave birth to the World Trade Organisation 
(WTO).  
The GATT 1947’s initial mandate was to reduce and bind customs duty tariffs towards 
a multilateral system (World Trade Organisation (WTO), n.d. a). Several rounds of 
trade talks followed the Geneva Conference aimed at improving and crafting GATT 
1947 to cater for changing global trade trends. The Tokyo Round in 1979 resulted in 
another significant achievement which was the implementation of Article VII of General 
Agreement on Tariffs and Trade (GATT 1979), giving effect to the Agreement on 
Customs Valuation (ACV) (Cooper et al., 2016). ACV prescribes customs valuation 
methodology to be followed by all WTO member states, thereby providing for a single 
system that is fair, uniform and neutral for the valuation of imported goods for customs 
purposes, conforming to commercial realities and outlawing the use of arbitrary or 
fictitious customs values (World Customs Organisation (WCO), 2018). The Uruguay 
Round which ended in 1994 and the Marrakesh Declaration led to two major events in 
the history of international customs rules. Firstly, GATT 1979 was replaced with Article 
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VII of General Agreement on Tariffs and Trade (GATT 1994) and secondly, the WTO 
was established in 1995 with a primary mandate “to ensure that trade flows as 
smoothly, predictably and freely as possible” between countries and also enable the 
consolidation of ACV (WTO, 1994). Immediately after formation, the WTO embarked 
on a massive global trade liberalisation drive seeking to reduce trade barriers mainly 
in the form of import licencing restrictions and unilateral protectionist measures 
through the establishment of multilateral trade agreements (WTO, 1994). GATT 1994 
remains the present day customs valuation methodology whose application is 
mandatory for all WTO members.  Article I paragraph 1 of GATT 1994 states, “the 
customs value of imported goods shall be the transaction value, that is the price 
actually paid or payable for the goods when sold for export to the country of 
importation” and this transaction value is adjusted in accordance with the provisions 
of Article 8 of GATT 1994 (WTO, 1994).  
According to Cooper et al. (2016), increased trade liberalisation, fuelled by favourable 
trade agreements inter alia GATT, led to a huge number of once domesticated 
corporates expanding beyond domestic markets, resulting in the proliferation of an 
estimated 79 000 parent companies with 790 000 foreign affiliates by the end of 2007 
(the parent companies and their affiliates hereafter referred to as multinational 
enterprises “MNEs”). The establishment of operations in new foreign markets by 
MNEs led to a spike in the flow of goods between members of the same MNE groups, 
with 60% of global trade in terms of value being intercompany transactions 
(International Chamber of Commerce (ICC), 2015). Global trade between MNEs 
however opened a gap for MNEs to significantly reduce their income tax bills at group 
level through the use of aggressive tax planning practices (clever transfer pricing 
policies) which led to the erosion of global Corporate Income Tax (CIT) revenues 
estimated to be between USD100 to USD240 billion annually (Organisation for 
Economic Co-operation and Development (OECD), 2016a). There was therefore a 
need for governments in a globalised economy to fight harmful tax practices by MNEs 
and this resulted in the formation of the Base Erosion and Profit Shifting Project (BEPS 
Project) in 2013 tasked by the G20 countries to craft multilateral measures to fight the 
new global CIT erosion challenge (OECD, 2016a). The BEPS Project 
recommendations came in to further strengthen the already published OECD transfer 
pricing guidelines which were in existence since 1995 (OECD, 2016a).  According to 
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OECD (2017:p612), the OECD transfer pricing guidelines “provide guidelines for the 
application of the Arm’s Length Principle “ALP”, which is the international consensus 
on transfer pricing, i.e. on the valuation for tax purposes of cross-border transactions 
between associated enterprises”.    
The ICC (2015) states that, MNEs that sell goods between themselves have always 
faced difficulties with respect to the valuation of goods because of sheer suspicion 
among customs official that custom values (transfer prices) they declare are influenced 
by their relationship. The ICC (2015) further claims that the challenges faced by MNEs 
are also because transactions between related MNEs are subjected to both customs 
and fiscal examination which are  bound by different rules serving different purposes.  
From the author’s experience, the suspicion emanates from the fact that the transfer 
price as determined by the related MNEs using transfer pricing methodology adopted 
automatically becomes the customs value (the transaction value) as prescribed by 
GATT 1994 and this has in the recent past, attracted major scrutiny from customs 
officials in Africa.   
Despite an obligation on all WTO member countries to implement customs duty 
valuation methodology as prescribed by GATT 1994 globally, a worrying phenomenon 
of protectionism is rapidly gaining momentum ignited by the trade tensions between 
USA and China (WCO, 2018). These global trade tensions have had a toll on global 
growth with the OECD (2019) predicting global growth to weaken to 2% in 2019, the 
weakest since the 2008 global financial crises, and developing countries including 
African countries, are getting affected.  The slowdown in growth has led to increased 
pressure on fisci which could arguably be behind the renewed aggressive customs 
duty collection1 practices by revenue authorities being witnessed in Africa mainly in 
the form of customs valuation challenges targeting Africa bound goods between 
related MNEs. The focus on the collection of customs duty can be attributed to the fact 
that African countries have traditionally depended on customs as a major source of 
tax as evidenced by their customs duty to total tax revenue ratios which are high when 
compared to OECD countries (Chalendard, Duhaut, Fernandes, Mattoo, Raballand & 
                                                          
1 Aggressive customs duty collection practices can be defined as the calculation of customs duty using customs values that are 
not determined by the invoice amount in most cases applying higher customs values.  In the context of this study this practice 
entails the use by Customs Officials of arbitrary customs values that go against the prescribed transactional value method 
targeting especially cases where transfer prices have been adjusted as part of an MNE’s transfer pricing policy in pursuit of a 
targeted profit margin.    
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Rijkers, 2020) and (The World Bank (WB), 2020). This new phenomenon (aggressive 
customs duty collection practices) is an unfortunate continuation of a tax uncertainty2 
challenge facing MNEs with operations in Africa - given that the majority of MNEs 
always aspire to be tax compliant as evidenced by the millions spent in crafting both 
customs valuations and transfer pricing compliant policies. 
1.2 Research question 
It is noted that although customs and transfer pricing are both referenced  as “taxes”, 
they are governed by entirely distinct regulations - customs valuation belong to an 
area of indirect taxation while transfer pricing is governed by direct tax regulations 
(Herksen, 2009).  It is also worth noting that in many developing countries which are 
mostly in Africa including inter alia Somalia, Central African Republic and 
Namibia,indirect taxes such as customs duties levied on imports has been and still 
remain a big source of revenue (De Wulf,1980) (WB, 2020), therefore any adjustment 
in the customs value declared by an MNE due to transfer pricing reasons is treated 
with more scrutiny by customs authorities.   
It is no secret as noted by the ICC that MNEs from all sectors and in every part of the 
world face difficulties with respect to the valuation of goods sold between group 
companies across borders as many tax administrators assume that the transfer prices 
they transact amongst themselves are not arms’ length (ICC, 2015). This is despite 
the leading organisation responsible for crafting and developing the arm’s length 
principle – the (OECD, 2017:p33) stating that: 
“Tax administrations should not automatically assume that associated enterprises 
have sought to manipulate their profits”. 
The present research therefore aims to understand from a purely African perspective 
the difficulties facing related MNEs in the form of inconsistent customs duty valuation 
practices targeting Africa bound finished goods consignments sold between related 
group companies whose customs value is determined by the group transfer pricing 
                                                          
2 According to (Zangari, Caiumi and Hemmelgarn, 2017) tax uncertainty typically refers to domestic institutional flaws of tax 
policy, unclear tax rules and frequent tinkering of the tax code.  In the context of this study, tax uncertainty specifically refers to 
when domestic customs authorities stray from the transactional value when valuing MNEs imports procured from offshore 
related parties and this practice causes affected MNEs to be uncertain of their customs duty obligations on importation of goods 
into a country. 
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policy. This new form of tax uncertainty is yet to be explored and understood from a 
purely African perspective as MNEs continue expanding their African footprint. 
The research question can thus be stated as: 
What is the nature, impact and reasons for challenges that related MNEs face in 
respect of their Africa bound consignments regarding custom duty valuation whose 
unit values are derived from the respective MNEs’ transfer policies? 
1.3 Aims and objectives of study 
The main objective of this study is to identify, investigate and understand reasons for 
the tax uncertainty, including the impact thereof on MNEs, arising from customs 
valuation practices challenges that related MNEs face in respect of their Africa bound 
consignments whose customs values are driven by the respective MNEs transfer 
pricing policies. 
The sub-objectives are: 
 to identify and understand the nature of valuation challenges faced by MNEs 
on the importation of goods into Africa from related offshore parties;  
 to explore the impact this tax uncertainty is having on current and future 
operations of affected MNEs operating in Africa; and 
 to suggest guidelines that could be considered by global bodies like OECD, 
WTO and local revenue authorities to tackle this tax uncertainty challenge 
when issuing future guidelines/legislation applicable to Africa. 
 
The following research questions have to be answered as part of addressing the 
research objectives: 
 What are the reasons for customs valuation challenges aimed at customs 
values derived from MNEs’ transfer pricing policies? 
 What rules, if any are customs officials currently applying when challenging 
custom duty values declared by related parties, and what is the source and 
nature of comparables used if any? 
 Are there any known impacts on the affected MNEs’ operations emanating 
from the customs valuation challenges? 
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 What is the perception of MNE representatives towards customs valuation 
practices applied to their inbound imported goods as well as the knowledge 
of the front end customs official on the role of transfer pricing in the 
determination of the customs value? 
 What measures can be introduced by regulatory stakeholders to address 
the identified challenges?  
1.4 Significance of study 
It is estimated that more than 60% of global cross-border trade of goods takes place 
between related MNEs (Herksen, 2009). Therefore, the importance of the free 
movement of goods into Africa’s shores and the certainty of costs, including taxes 
associated with getting the goods to intended markets, is of paramount importance to 
all businesses including MNEs. As customs values are driven by transfer prices for 
associated MNEs, the reluctance by customs officials to readily accept customs 
declarations of goods moving between related MNEs has been a concern for years 
and work by several global economic bodies including the ICC and the United Nations 
(UN) with possible practical solutions to this issue is on record (ICC, 2015) (UN, 2017) 
but none has explored the Africa perspective.   
Recently a lot of work has been done, including by the ICC (2015) where they 
recommend that customs officials should recognise that transfer prices between 
related parties set in accordance with ALP as prescribed by the OECD transfer 
guidelines is proof that the relationship of the parties has not influenced price paid by 
the purchasing party, and that this price should be used and acceptable for customs 
valuation purposes. Arguably, the most significant work laying bare the challenges 
facing MNEs is the work done by Deloitte where they note that there remain significant 
inconsistences in the type of evidence customs authorities will consider as 
documentary support for the acceptability of transfer pricing as basis for customs 
valuation (Deloitte, 2018).  It is worth noting that in most African countries covered by 
the Deloitte study, transfer pricing study alone is not viewed by customs authorities as 
sufficient evidence to support transaction value method as prescribed by GATT 1994 
for customs valuation (Deloitte, 2018). 
From the work done to date by the respected organisations mentioned above, it is 
evident that there is a gap in addressing the challenges that related MNEs still face 
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when transferring goods between subsidiaries in foreign countries, especially in Africa, 
and this study aims to close this gap by making recommendations for future 
legislation/guidelines consideration by the affected stakeholders.   
1.5 Research methodology 
Bairagi and Munot (2019) excellently stated that the word research can be broken into 
“re” and “search” which they then defined as meaning a systematic investigation aimed 
at gaining new knowledge from existing facts. Research methodology refers to a 
process of  how a research is carried out - a process commonly referred to as the 
research process (Bairagi & Munot, 2019). In this study, the research methodology 
discusses the structure employed in the process of collecting data which is then used 
to understand, assess and make recommendations on how the research objectives 
were achieved. Additionally, the research methodology addresses the overall plan on 
how the research was conducted including research designs and instruments used.   
1.5.1 Research approach 
This research followed a qualitative research approach. According to Hennink, Hutter 
and Bailey (2020), qualitative research allows researcher to examine people’s 
experiences in detail by using various research methods which include inter alia 
interviews, focus group discussions and content analysis. The qualitative approach 
was used as according to  Hennink et al. (2020), qualitative research is most suitable 
when a researcher aims to explain and understand issues or/and to describe 
processes or behaviour which is exactly what the research in this study aimed to do.  
The interpretive paradigm was used as it is the underlying paradigm of qualitative 
research (Hennink et el., 2020). Amelia (2018) states that the interpretive paradigm is 
all about understanding the phenomenon under investigation from subjective 
experiences of individuals through the use of a range of tools to tap the participants’ 
experiences of the reasons and meanings laying behind a social action.  According to 
Babbie (2013), paradigms represent perspectives  and ways of looking at reality which 
can be used by the researcher as a frame of reference for his observations and 
reasoning. 
1.5.2 Research method 
A research method simply refers to all methods, approaches processes and 
techniques used by a researcher with the sole aim of answering the research 
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questions (Bairagi & Munot, 2019). This study to a lesser extent made use of an in-
depth literature review to both capture information already available in this field under 
review and to fill in the gaps left by earlier studies.  Additionally, and to large extent, a 
well-structured questionnaire was administered which captured the experience of 
experts and specialists in the field of customs valuation and transfer pricing.    
1.5.3 Population and data sources 
Data for this study is from primary and secondary sources. Primary data comprise of 
data collected by a questionnaire administered to the selected population. The 
population most suitable to provide answers to the research questions, are industry 
specialists in the field of customs and transfer pricing. Purposive sampling was applied 
to head-hunt and select industry experts and specialists specialising in customs and 
transfer pricing topics in the top 4 audit firms (top 4), independent practitioners as well 
as experts within the MNEs. The final sample included: 
a) Five industry specialists from the top 4 located in South Africa, Nigeria, Ghana, 
Kenya and Morocco were surveyed which was representative of the south, 
west, east and north Africa opinion on the topic;   
b) customs and transfer pricing specialists employed by various MNEs operating 
in Africa. Five participants from South Africa, Nigeria, Ghana and Morocco were 
selected.  
Ten participants were considered to be sufficient for a study of this length and depth. 
Additionally, the researcher felt the calibre of participants selected possessed enough 
knowledge in the research topic and their input was considered sufficient for the data 
required to conclude the research. Thus the researcher was reasonably assured that 
data saturation was reached with the ten participants as no new information was likely 
to be gathered from additional participants. According to Faulkner and Trotter (2017), 
data saturation refers to a point in a research process where no new information can 
be discovered.   
All selected ten participants participated in the survey and responded to all questions 
that were applicable to their respective experiences. The perfect response rate is 
ample proof that the research topic is relevant and evidence of the sufficiency of the 
sample used to conclude the research.    
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Secondary data was in the form of various sources from literature reviewed by the 
researcher on work that has already been done on the reach topic. Thus secondary 
data included inter alia publications from global sources like ICC, WTO, WCO, and the 
OECD and WB. Journals and other work from other researchers were explored to 
capture recent developments aligned to the research problem.  The researcher made 
use of reputable search engines mainly Scopus, Sage Journals and University of 
Johannesburg’s Ujoogle using the words “transfer pricing and customs” to access the 
secondary data sources.  It is worth noting that from the researcher’s search, not many 
scholar articles were found covering this topic but rather articles from global bodies 
like Deloitte, OECD, WCO, International Bureau of Fiscal Documentation (IBFD) and 
the UN were found.   
1.5.4  Data collection tool for survey 
In this study, the questionnaire administered using google forms comprised of a 
mixture of open and close ended questions and because of time, resources and 
distance constraints, no face to face interviews were conducted. The questionnaire 
was self-designed, guided by the research questions.  
1.5.5 Data analysis 
The collected data from the administered questionnaire was analysed using a thematic 
analysis, in other words, responses to the open-ended questions were examined to 
identify and organise themes within the responses. A deductive approach was used 
as the researcher used the research questions as a guide to analyse the data.  
Responses to close-ended questions were reported on using frequency graphs or pie 
charts. To a lesser extent, the researcher also systematically reviewed existing work 
on the topic from top economic global bodies like the OECD, WTO, WCO and the UN 
to tap on any work that was considered relevant to address any of the research 
questions.   
1.5.6 Data quality and reliability of findings 
According to Leung (2015), validity in qualitative research refers to appropriateness of 
tools, processes and data used while reliability refers to whether results achieved can 
be consistently replicated if the research is to be repeated. To ensure reliability and 
validity, the researcher sampled respondents who are experts and well versed with 
the research problem and topic. The calibre of participants selected was carefully 
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considered and the researcher is confident research input gathered is valid and can 
be replicated if a different population of the same calibre was interviewed. The 
researcher used a tirade of literature on the topic as well as a well-structured 
questionnaire that was reflective of the research questions. To further ensure accuracy 
and relevance, the final version of the developed questionnaire was proofread and 
pre-administered to an expert in the field and the expert was satisfied with the structure 
and content.   
1.5.7 Ethical considerations 
The researcher adhered to the university’s ethical guidelines and standards which 
strive among other things to protect all participants in the research process. To that 
end, ethical clearance from the School of Accounting Research Ethics Committee was 
obtained prior to commencement of the research process. Consent was obtained from 
all participants to use their responses in this study. The responses of the participants 
can be linked to the participants but only the researcher has access to this information.   
1.6 Scope and limitation of study 
The study is limited to transfer pricing models involving MNE groups with distribution 
entities performing only the routine function of distributing finished products in Africa 
sourced from either related Product Responsible Units (PRUs) or the more complex 
structures (triangular models) where products are sourced from related contract 
manufacturers.   
Additionally, the study only focuses on the transactional valuation method (customs 
value is the invoice price) as the method used to value goods by the importing related 
party entity. This is because it is a legal requirement that the selling MNE entity is 
required both by accounting and taxation regulations to issue invoices whenever it 
sells goods to its related party purchasing entity and as such, use the valuation method 
according to GATT 1994. The analysis of other customs valuation methods is 
considered too broad and unnecessary for this study. 
In this study it is the importation of goods that is of relevance and need further 
analyses.   
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1.7 Chapter outlay 
1.7.1 Chapter 1: Introduction to the study 
In this chapter, the background of this study is fully ventilated to give readers a feel of 
how the research problem came about. Additionally, the research objective as well as 
the research methodology are fully discussed in this chapter. 
1.7.2 Chapter 2: Understanding the customs valuation process and Transfer 
Pricing 
In this chapter, the researcher enlightens the readers on how the multilateral customs 
valuation process has progressed since inception in 1947 to modern day and how the 
same customs valuation process is linked to transfer pricing in controlled transactions.  
The researcher then discusses in depth the transfer pricing models applicable in 
situations where a controlled transaction involves a distributor and a PRU and how the 
transfer price influences the customs value.  
1.7.3 Chapter 3: Data analysis and discussion of results 
This chapter presents the results collected from the administered questionnaire. 
Results from secondary data are also presented in this chapter. 
1.7.4 Chapter 4: Summary, recommendations and conclusion 
The researcher closes by concluding on the objective of the study and making 
recommendations to stakeholders responsible for the legislative pitfalls identified in 
the research problem based on literature already done on the topic as well as 
recommendations suggested by the experts and specialists who participated in the 
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2 Chapter 2: Understanding the customs valuation process and Transfer 
Pricing 
2.1 Introduction 
This chapter provides an overview of how transfer pricing plays a critical role in the 
determination of the customs value of goods imported by African resident MNEs in 
controlled transactions. The chapter begins with an in-depth description of the customs 
valuation system as prescribed by the WTO and followed by a detailed analysis of 
transfer pricing policy. To close the chapter, the link between the transfer price as 
determined by transfer pricing policy in pursuit of the ALP to the customs value of an 
import in a controlled transaction is explained.   
As this study focus on the difficulties that associated MNEs are facing on their Africa 
bound imports procured in controlled transactions from related offshore entities, the 
link on how transfer prices as determined by the respective MNEs’ transfer pricing 
policy to the customs values declared for import duty purposes is explored in this 
chapter. This link between customs valuation and transfer pricing is of fundamental 
importance to this study and is therefore fully ventilated in this chapter. 
2.2 The customs valuation system 
2.2.1 Background 
In a globalised world, its common practice for countries to engage in trade (the buying 
and selling of products amongst themselves). Goods sold by one country and exiting 
the selling jurisdiction’s borders to another country are referred to as exports in the 
seller jurisdiction, while goods that are bought into a country from a foreign jurisdiction 
are referred to as imports in the buying jurisdiction. Exports by their nature have the 
potential to strengthen a country’s fiscus as the exporting country will earn revenue 
from the sale of goods. However, the importation of goods into any country has 
potentially negative implications for both the importing country’s economy and its 
resident industries as imports by their nature, if not regulated, will compete with locally 
produced goods and in the process, weaken the importing country’s industries.  
Therefore, there is a clear need to regulate the movement of goods both into and out 
of any country and this is the role of the customs authorities of a country.    
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2.2.2 Brief history of customs valuation system – from 1947 to 1994 
It is recorded that customs duty on imported goods has been in existence for centuries, 
even before the time of Julius Caesar as the Romans were dependent on customs 
revenues to support the expansion and maintenance of their empire (Rosenow & 
O’Shea, 2010). Stiglingh et al. (2020) records that the imposition of customs duty on 
imported goods dates back to 630 BC, while South Africa, which arguably has Africa’s 
most sophisticated tax system, started the levying of customs duty as early as 1678. 
It is therefore very clear that the imposition of customs duty on imports is a practice as 
old as the universe and according to Mavroidis (2015), trading nations were free to 
charge import duties as they deem necessary for their unilateral needs without 
following any set customs duty valuation system. It was also common practice during 
the early days of trade for countries to impose discriminatory customs duty values 
randomly calculated based on the origin of the imported goods (Mavroidis, 2015).  
However, the need to create trade liberalisation and eliminate protectionist trade 
measures soon after the World War II prompted 15 countries to the negotiation table 
in December 1945. The result was a deal signed in Geneva in 1947 (Geneva trade 
round) establishing trade rules as well as tariff (customs duties) concessions valued 
at about one fifth of the global trade at the time (WTO, n.d. a). The tariff concessions 
agreed at the Geneva trade round signed on 30 October 1947 however only came into 
effect on 30 June 1948 which was effectively the birth of the new GATT 1947 and the 
period between 1948 and 1960 would see the world enjoying some of the highest 
economic growth rates averaging 8% per annum (WTO, n.d .a). The  GATT 1947 was 
the first attempt to set up a multilateral customs valuation agreement which brought 
together participating countries to adhere to agreed trade principles which included 
that, “customs value should not be arbitrary, fictitious, or based on value of indigenous 
good” but laid down a rule that customs values should both be real and based on 
actual value of imported good or like goods (Goorman & De Wulf, 2004).   
After the ground-breaking Geneva Conference, basic principles of GATT 1947 largely 
remained unchanged but effort was put to further reduce customs duty tariffs and 
members would meet in meetings that were commonly referred to as round of talks 
(WTO, n.d. a). According to Goorman and De Wulf (2004), the next significant round 
of talks was the Tokyo Round which brought together 102 countries and achieved 
mixed results. The most significant achievement of the Tokyo round of talks was yet 
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another ground-breaker in the form of a new ACV standard through the 
implementation GATT 1979. Goorman and De Wulf (2004) went on to state that, ACV 
was a positive valuation method which advocated that the customs value should either 
be the price paid or price payable for the imported goods. It is noted that the proposal 
which was finally agreed came after heavy resistance by developing member countries 
as they felt underdone by the ACV, arguing that it was rigid in cases where transaction 
prices declared by importers were substantially out of touch with reality. It is also worth 
noting that up to the end of the Tokyo Round of talks, members were not required to 
implement GATT 1979 codes (WTO, n.d. a). There was therefore no obligation to 
follow ACV and significantly, most of the developing member counties still did not fully 
ascribe to the arrangement and thus, the regulations were not fully multilateral (WTO, 
n.d. a). 
The next round of talks which kicked off in Uruguay in 1986 were finally the birth of a 
truly multilateral customs valuation system after the members addressed the main 
point as raised by the developing member countries which was how to deal with cases 
of transaction values that were considered to be out of touch with reality (Goorman & 
De Wulf, 2004). This inconsistency was addressed by the introduction of the  shifting 
of burden of proof (SBP) principle through the insertion of Article 17 into the GATT 
1994. The SBP simply meant that the customs authorities were empowered to ask the 
importer to prove accuracy of the value of import declared in cases where there was 
reasonable doubt about the import value declared by importer (Goorman & De Wulf, 
2004). The SBP amongst other new provisions finally brought all members to the most 
significant event in customs valuation history which was the agreement by all 
participating members to make the application of ACV mandatory (Goorman & De 
Wulf, 2004). Thus the significance of the Uruguay Round was the birth to a new ACV 
through the signing and implementation of GATT 1994 which replaced GATT 1979 
and also the birth of a truly recognised world body, the WTO (WTO, n.d. a) .  
Birth of WTO 
To show that countries were realising the importance of having a truly multilateral 
global trade agreement and organisation, only 15 countries had initially began the 
Geneva round of talks in 1945 and two years later in 1947, 23 countries signed the 
agreement as members (WTO, n.d. a). This means, membership of the WTO grew 
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from the initial 23 at the Geneva round of talks in 1947 to 123 when the Uruguay round 
of talks started in 1986 in Puntal del Este (WTO, n.d. a). The growth in membership 
was a clear indication that many countries realised the need to have a globally 
accepted customs valuation agreement as global trade continued to grow, and the 
need to leverage on the successes of other agreements that had been reached since 
the Geneva round of talks.   
According to the WTO (n.d. a), despite major success stories registered between 1948 
and 1980s, the world witnessed a major shift in value chains and also saw increases 
in a new era of services provided across borders which called for a change to rules of 
the game governing international trade. This need for an overhaul led to the Uruguay 
round of talks with the members looking to both reinforce and create a truly multilateral 
trade system covering an extended scope of the global trade. The WTO (n.d. a) notes 
that  despite the existence of GATT 1947 and GATT 1979, these agreements 
remained provisional, operating under an organisation that was also provisional mainly 
due to the fact that application of the agreements were not binding on the members.  
According to WTO (n.d. b) the Uruguay negotiations ended in 1994 with two very 
significant events in the history of global trade namely: 
 the signing of GATT 1994 which mainly maintained the trade provisions as 
agreed in earlier agreements of GATT 1947 and GATT 1979; and 
 the birth of WTO effective on 1 January 1995 which replaced the organisation 
under which the round of talks were held since the Geneva round of talks in 
1947. 
The GATT 1994 Agreement would not only become truly multilateral but would also 
expanded its scope to cover not only trade in goods but also trade in services and 
intellectual property (WTO, 2014). GATT 1994, through the provisions of Article VII of 
the General Agreement on Tariffs and Trade therefore became the internationally 
agreed multilateral ACV method.    
2.2.3 Agreement on Customs Valuation  
Article VII of GATT 1994 laid down an internationally accepted system of customs 
valuation, the application of which would became mandatory for all WTO members 
(WTO, 2017). The General Introductory Commentary of GATT 1994 paragraph 1 
states: 
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 “The primary basis for customs value under this Agreement is "transaction value" as 
defined in Article 1. Article 1 is to be read together with Article 8 which provides, inter 
alia, for adjustments to the price actually paid or payable in cases where certain 
specific elements which are considered to form a part of the value for customs 
purposes are incurred by the buyer but are not included in the price actually paid or 
payable for the imported goods. Article 8 also provides for the inclusion in the 
transaction value of certain considerations which may pass from the buyer to the 
seller in the form of specified goods or services rather than in the form of money”. 
According to WTO technical publication, customs valuation shall be based on the 
actual price of goods to be valued as shown on the invoice except in exceptional stated 
circumstances (WTO, 2017). Applying the GATT 1994 agreement, the invoice price 
plus elements listed in Article 8 if any, will equal the transaction value which is 
specifically mentioned as the preferred valuation method in GATT 1994. Article 8 
states the following:   
“1. In determining the customs value under the provisions of Article 1, there shall be 
added to the price actually paid or payable for the imported goods:  
(a)  the following, to the extent that they are incurred by the buyer but are not 
included in the price actually paid or payable for the goods: 
(i) commissions and brokerage, except buying commissions; 
(ii) the cost of containers which are treated as being one for customs purposes with 
the goods in question; 
(iii) the cost of packing whether for labour or materials; 
(b) the value, apportioned as appropriate, of the following goods and services where 
supplied directly or indirectly by the buyer free of charge or at reduced cost for use 
in connection with the production and sale for export of the imported goods, to the 
extent that such value has not been included in the price actually paid or payable: 
(i) materials, components, parts and similar items incorporated in the imported 
goods; 
(ii) tools, dies, moulds and similar items used in the production of the imported 
goods; 
(iii) materials consumed in the production of the imported goods; 
- 17 - 
 
(iv) engineering, development, artwork, design work, plans and sketches undertaken 
elsewhere than in the country of importation and necessary for the production of the 
imported goods; 
(c) royalties and licence fees related to the goods being valued that the buyer must 
pay, either directly or indirectly, as a condition of sale of the goods being valued, to 
the extent that such royalties and fees are not included in the price actually paid or 
payable; 
(d) the value of any part of the proceeds of any subsequent resale, disposal or use 
of the imported goods that accrues directly or indirectly to the seller”. 
Applying and interpreting the regulation as laid in GATT 1994, the other valuation 
methods are only applied in cases where there is no transaction value or in cases 
where the invoice price has been distorted by other conditions (WTO, 2017). For the 
fulfilment of this research, only the transactional value method will be explored further 
as the other methods are deemed to be out of scope of this study. 
The hierarchy of the application of valuation methods is depicted in figure 1 below: 
Figure 1: Customs valuation methods application hierarchy 
Source:  Author’s illustration 
The significance of figure 1 is that the transactional value method ranks first amongst 
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goods. Other methods from identical goods can only be applied if its proved that the 
transaction value  has been compromised.  
2.2.4 Constituents of the customs valuation process 
Customs value 
According to WTO (1994), customs value shall be the price actually paid (transaction 
value) by the importer for goods imported adjusted by appliacble adjustments in Article 
8 of GATT 1994. Therefore, the invoice amount as charged by the exporter of goods 
should be used as the customs value in the calculation of the applicable customs duty 
for the imported goods. It is however noted that based on technical application of  
GATT 1994, customs value can only be the transactional value if there is evidence of 
sale to a country of import, no restriction on use or disposal imposed on the goods and 
the goods are not subject to additional conditions.   
Paragraph 1 of Article 1 of GATT 1994 provides that: 
“The customs value of imported goods shall be the transaction value, that is the price 
actually paid or payable for the goods when sold for export to the country of 
importation adjusted in accordance with the provisions of Article 8, provided: 
(a) that there are no restrictions as to the disposition or use of the goods by the buyer 
other than restrictions which: 
(i) are imposed or required by law or by the public authorities in the country of 
importation; 
(ii) limit the geographical area in which the goods may be resold; or (iii) do not 
substantially affect the value of the goods; 
(b) that the sale or price is not subject to some condition or consideration for which 
a value cannot be determined with respect to the goods being valued; 
(c) that no part of the proceeds of any subsequent resale, disposal or use of the 
goods by the buyer will accrue directly or indirectly to the seller, unless an 
appropriate adjustment can be made in accordance with the provisions of Article 8; 
and 
(d) that the buyer and seller are not related, or where the buyer and seller are related, 
that the transaction value is acceptable for customs purposes under the provisions 
of paragraph 2”. 
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Ad valorem 
In order to control imports into a county, tariffs are imposed on imports and these tariffs 
are commonly referred to as customs duties (also referred to as import duties). It is 
noted that customs duties can be based on either the specific or ad valorem systems 
or a mix of the two systems (WTO, 2017). WTO (2017) explains that the distinction 
between the two systems is when using a specific system, a value is charged for a 
specified quantity of goods imported, for example R1 per kilogram of beef imported 
while for an ad valorem system the duty will depend on the value of goods imported.  
It is therefore quite clear that when applying a specific customs duty valuation system, 
the value of the goods imported is not important while the value of goods imported is 
needed for customs valuation when an ad valorem system is applied.   
Most countries base their customs duty valuation on the ad valorem duties which in 
simple terms is a duty rate calculated by  expressing the value of the imported goods 
as a percentage of tariff code attached to the class of goods (Goorman & De Wulf, 
2004). According to the Oxford Dictionary (n.d), ad valorem is a Latin word which 
means, “in proportion to the estimated value of the goods or transaction concerned”. 
Therefore, an ad valorem duty simply means a rate of duty that is calculated according 
to the price of the goods and for customs valuation purposes, customs duty of an 
import is calculated based on the value of the goods imported expressed as a 
percentage of the tariff code allocated to the class of the imported goods. In practice 
an ad valorem rate/percentage is allocated to each product based on the tariff book 
classification which operates as part of the international Harmonised Commodity and 
Coding System, under the WCO Harmonised System Convention (South African 
Revenue Service, 2018).  
Customs duty 
Mavroidis (2015) defines customs duty as a monetary burden imposed on imports 
payable by an importer of goods to the customs authorities of the importing country 
while the Collins Dictionary (n.d.) defines customs duty as “a tax payable to customs 
authorities for the importation of goods”. It is therefore essential that the calculation of 
customs duty requires a multilateral agreed standard and process to avoid desputes 
involving all stakeholders involved. Additionally, a multilateral agreed customs 
valuation standard provides certainty especially for the importing party which is 
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essential for planning purposes as import duties will affect a number of important 
aspects that include pricing and ultimately profitability of the importer. The need to 
create certainty through the creation of a globally accepted multilateral customs 
valuation process to promote global trade is the primary mandate of a number of global 
bodies, mainly the WTO. 
Goorman and De Wulf (2004:p156) define customs valuation as a process of 
determining the “amount upon which the rate of customs duty is calculated” while WTO 
(2017) defines it as a procedure applied by a country’s customs authorities in valuing 
imports to determine the customs duty. Figure 2 depicts a customs duty valuation 
process: 
Figure 2:  Customs valuation process 
Source:  Author’s illustration 
Although the main role of customs authorities is valuation of imports into a country, 
they also serve other important roles. Stiglingh et al. (2020) notes that most 
governments’ border management policies are executed by customs authorities 
fulfilling a dual purpose which is revenue collection as well as serving as a protective 
measure for the domestic industry against imported goods. It is worth noting that 
although the role of customs authorities have evolved over the years, the core 
responsibility still remains the implementation of a wide range of border management 
policies often on behalf of other government departments (Widdowson, 2007).   
According to Gordan (2007), the traditional revenue collection role of customs 
authorities has significantly changed while the mandate has expanded to include 
detection of inter alia elicit trade. 
2.2.5 Summary  
The need for countries to protect their industries from imports initially led to customs 
authorities evoking unilateral protective measures aimed at discouraging the flooding 
multiplied = 
Customs Value  
$100
ad valorem 
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Customs duty 
payable           
$5
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of imports competing with local products produced in their respective jurisdictions.  
However, with the advent of global trade mainly driven by MNEs in the 1980s, many 
countries realised the importance of applying uniform global customs regulations, and 
the push for a multilateral customs valuation methodology would lead to the birth of 
the WTO. Today, the WTO is a truly global organisation mandated with maintaining 
and creating a global customs valuation methodology acceptable and applied globally.  
Despite the resurfacing of protectionist measures as evidenced by the ongoing China-
USA trade wars, the WTO customs valuation method remains driven by the GATT 
1994. In Africa, most countries apply the WTO-led GATT 1994 customs valuation rules 
- despite the challenges reported, especially in transactions involving MNEs. 
2.3 Transfer pricing 
2.3.1 Introduction 
In business, it is a norm that when a buyer and seller of goods that are not related are 
transacting, the conditions of the transaction are determined by market forces (OECD, 
2017). However, when members of the same MNE group transact, it is obviously 
possible to price the transaction at a price that is not affected by market forces as the 
organisation can easily determine pricing to achieve set group strategic objectives and 
thus, the transactions will not be fully subject to market forces - which is sometimes 
referred to as abusive transfer pricing (Cooper et al., 2016). According to Olivier and 
Honiball (2011), transfer pricing is defined as the price set when a related seller and 
buyer transact or the price set when related entities share resources. It is thus worth 
noting that transfer pricing is not illegal if set up in a neutral manner (at arm’s length) 
but illegal only when transfer prices are set to achieve set group outcomes (Cooper et 
al., 2016).   
In this study, understanding the practice of transfer pricing is crucial, as the price that 
related MNEs transact in controlled transactions is determined by the MNE’s transfer 
pricing policy which in turn will determine the customs value used for import duty 
purposes. It’s therefore important to understand how the transfer price is determined 
in a controlled transaction. The rest of this section lays bare how a transfer price is 
determined when a distributor located in imports goods from an associated offshore 
entity.   
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According to Treidler (2019), in order to successfully understand transfer pricing, one 
has to both understand the ALP and know how to apply it in a controlled3 environment.   
Treidler (2019) further states that because of the fact that entities within an MNE group 
transacting with each other are treated as separate entities, it is no surprise that tax 
authorities pay close attention to conditions that underlay such controlled transactions 
to check if those conditions would be obtained in comparable uncontrolled 
transactions. This comparison between controlled and uncontrolled transactions 
commonly referred to as comparability analysis is the heart beat of the ALP (Treidler, 
2019).   
2.3.2 Arm’s length principle 
It is stated that at the heart of the increased focus on transfer pricing in the international 
tax world is the proven fact that two commonly controlled MNEs located in different 
tax jurisdictions are in a position to trade at prices (transfer prices) that are not 
determined by market forces (Neighbour, n.d.). For decades, MNEs like Starbucks and 
Google have used transfer pricing and base erosion and profit shifting (BEPS) 
practices as a medium for aggressive tax avoidance by selling goods and services at 
lower prices to affiliates in low tax jurisdictions, thus increasing profits in low tax  
jurisdictions and in the process, saving billions in tax expenses at the consolidated 
group level (Barker, Asare & Brickman 2017). According to van den Hurk (2013), 
Google achieved a global profit of USD 10 billion but only paid an effective tax rate of 
2.4% in 2011 against an income tax rate of 35% in United States of America.  As noted 
by the OECD/G20 (2016b), tax avoidance practices, fuelled by aggressive MNEs 
transfer pricing policies, eroded global tax bases of a combined corporate income tax 
revenue of up to 10% of total global tax revenue which led to a global effort to find a 
solution to stop the global tax base bleeding. The solution was the OECD led ALP with 
the primary role to put to a halt the BEPS practices by MNEs using transfer pricing 
(Barker et al 2017). According to UN (2013), the ALP is used by nearly all countries to 
solve double taxation issues and also to combat profit shifting activities by MNEs 
operating in their respective countries.   
                                                          
3 A controlled environment refers to a situation where the trading parties to a transaction are associated.  In 
this case, the transaction is a controlled transaction which is defined as any transaction that takes place 
between associated entities for the transfer of property or services (United Nations, 2017).  Contrary, an 
uncontrolled transaction refers to a transaction that takes place between independent and unrelated 
enterprises. 
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Barker et al (2017:p10), excellently illustrated the ALP by stating that:  
“a controlled transaction meets the arm’s length standard if the results of the 
transaction are consistent with the results that would have been realized if 
uncontrolled taxpayers had engaged in the same transaction under the same 
circumstances”. 
   
According to Ignat and Feleag (2019),  the price at which related parties charge each 
other for good or services  should be similar to prices that unrelated parties would pay 
if they were to acquire similar goods in similar conditions, and this price is at the heart 
of the what is commonly referred to as the ALP. 
 
The ALP has been accepted as the international standard that MNEs should use when 
they transact amongst themselves to prove to all stakeholders that their relationship 
has not influenced the prices charged (OECD, 2017). Many countries have adopted 
the ALP in their respective tax legislation through the authoritative statement on the 
ALP found in Article 9 of the OECD Model Tax Convention (OECD MTC) which forms 
the framework for bilateral treaties between OECD member countries and many non-
OECD member countries (Neighbour, n.d.). Interestingly, Article 9 of the United 
Nations Model Double Taxation Convention between Developed and Developing 
Countries (UN MTC) also has an authoritative clause for associated enterprises to 
deal at arm’s length (UN, 2013). Article 9 of the OECD MTC provides that: 
“[Where] conditions are made or imposed between the two [associated] enterprises 
in their commercial or financial relations which differ from those which would be 
made between independent enterprises, then any profits which would, but for those 
conditions, have accrued to one of the enterprises, but, by reason of those 
conditions, have not so accrued, may be included in the profits of that enterprise and 
taxed accordingly”. 
 
As this study focuses on the customs valuation of finished products imported in 
controlled transaction by distributors located in Africa whose customs values are 
driven by the transacting parties’ transfer pricing policy in pursuit of the ALP, it’s worth 
discussing how the ALP is applied and has developed in Africa.  Although none of the 
African countries are members of the OECD, many have accepted and adopted the 
OECD ALP as the standard to deal with transfer pricing issues. According to data 
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provided by the OECD, a number of African countries now participate in the BEPS 
inclusive framework as full members in a global collaboration on the implementation 
of 15 BEPS action points aimed at tackling tax avoidance by MNEs (OECD, 2016b).  
The table below is a list of African countries participating in BEPS inclusive framework: 
 
Table 1: BEPS inclusive framework African participation 
Source: OECD (2016b) 
2.3.3 Comparability analysis  
It is stated that comparability analysis is the cornerstone of the ALP as application of 
the ALP is based on the comparison between conditions in a controlled transaction 
against conditions that would prevail had the parties to the transaction been 
independently transacting in a comparable transaction under comparable conditions 
(OECD, 2017; WCO, 2018). If an MNE is able to prove that trading conditions that 
underlie a controlled transaction are similar to trading conditions that underlie a 
comparable uncontrolled transaction, then the APL would have been fulfilled.  
It is worth noting that a typical comparability analysis process in practice involves 
carrying out nine steps which will be discussed later in this chapter in section 2.3.3.2 
(UN, 2017). The concept of comparability analysis is essential in the application of the 
ALP in that it serves arguably two of the most important steps in transfer pricing policy 
design in that it is used in the selection of the most appropriate transfer pricing method 
and crucially, the application of the selected method to arrive at the arm’s length price 
(UN, 2017). The UN (2017:p66) states that: 
“A controlled and an uncontrolled transaction are regarded as comparable if the 
economically relevant characteristics of the two transactions and the circumstances 
Africa members of the OECD/G20 Inclusive Framework on BEPS
Upadated: December 2019
1 Angola 11 Egypt 21 Senegal
2 Benin 12 Eswatini 22 Seychelles
3 Botswana 13 Gabon 23 Sierra Leone
4 Burkina Faso 14 Kenya 24 South Africa
5 Cabo Verde 15 Liberia 25 Tunisia
6 Cameroon 16 Mauritius 26 Zambia
7 Congo 17 Morocco
8 Côte d’Ivoire 18 Namibia
9 Democratic Republic of the Congo 19 Nigeria
10 Djibouti 20 Papua New Guinea
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surrounding them are sufficiently similar to provide a reliable measure of an arm’s 
length result”. 
Once a price charged between related parties meets the ALP, then the customs value 
as determined by the transactional value method should be treated as not influenced 
by the relationship of the trading parties. It is therefore worth discussing the factors 
that are considered essential enablers of an effective comparability analysis commonly 
referred to as comparability factors. 
2.3.3.1 Comparability factors 
According to the vast number of top publication, including the OECD and UN, there 
are a number of factors that are specifically mentioned as essential considerations for 
a comparability analysis to be effective (Cooper et al., 2016). According to 
TPGuidelines.com (2020), the five comparable factors include the characteristics of 
the property or services, functional analysis, contractual terms, economic 
circumstances and business strategies pursued. The following table identifies the 
comparability and illustrates processes that are carried out when analysing the 
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Table 2:  Comparability factors 
 
 
Source: WCO (2018) 
An in-depth analysis of all the comparability factors is considered beyond the scope of 
this study but only functional analysis will be discussed due to its importance both to 
this study and any transfer pricing policy.  
Functional analysis (FA) is a significant step of designing a transfer pricing policy and 
arguably the most important of the five comparability factors identified by the OECD 
TPG.   According to Treidler (2019), a FA is the “heart and soul of transfer pricing” as 
it helps determine the role of each individual entity within the MNE group value chain 
and thereafter will determine what remuneration level must be allocated to the 
respective constituent MNE. Cooper et al. (2016) essentially states that the functions 
Comparability factor Process Rational of process
Tangible goods it involves identification of:
     - physical features
      - quality of goods
      - reliability 
      - availability and supply volumes
Involves identification and comparison of:
    - economically significant activities
    - responsibilities undertaken
    - assets used
    - risks assumes by the parties to the transaction
Gaining and understanding of the obligations of each party either 
through written contracts
Where no contracts are available, obligations of the parties is 
deduced from the conduct of the parties
Involves identification of:
      Demographics:- geographic location; the size of the markets;
Market conditions - the extent of competition in the markets and 
the relative competitive positions of the buyers and sellers; the 
availability (risk thereof) of substitute goods and services; the 
levels of supply and demand in the market as a whole and in 
particular regions, if relevant; consumer purchasing power;
Regulatory environment: - the nature and extent of 
government regulation of the market; Operating environment: - costs of production, including the 
costs of land, labour, and capital; transport costs; the level of the 
market (e.g. retail or wholesale); the date and time of 
transactions
Involves inter alia:
     - gaining an understanding of market strategy like marketing penetration 
  - determine whether entity is still in ramp up phase or is already 
set in a market
  - determining if there is any special business strategy being 
perused using pricing like defending market share
To gain an understanding of the 
economic conditions as market 
prices will obviously vary for 
each specific market and 
therefore make appropriate 
adjustments in order to make 
the markets comparable
Economic circumstances 
Business strategies To determine rational behind 
the market price charged for 
goods
Characteristics of the property or 
services
Contractual  terms To determine the contractual 
terms of a transaction generally 
define explicitly
or implicitly how the 
responsibilities, risks and 
benefits are to be divided 
between the parties
To determine suitable 
compensation for the function 
played by each entity in the 
supply chain based on risk 
assumed and assets used
To determine value in the open 
market
Functional analysis
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performed by a party in an uncontrolled transaction effectively determine the 
remuneration that the respective party will earn. Therefore, for a controlled transaction 
to be considered to meet the ALP, remuneration for the parties involved should always 
correlate to the functions performed as would be the case when independent parties 
engage in business transactions. Cooper et al. (2016) further argues that the more the 
functions performed by a party, the more the risk assumed, assets employed and this 
should ultimately always correlate to increased profitability of the party.   
 
Figure 3: Illustration of the result of a typical functional analysis 
Source:  UN (2017) 
The role of each constituent entity in an MNE group as shown in figure 3 is crucially 
significant as it will then be usued to determine whether the factors that evidence 
application of the ALP have been met. In this study the focus is on distributors and 
once an entity has been classified as one, then that classification will determine which 
transfer pricing method and crucially how that entity will be compansated in a 
controlled transaction (ie the profit level which is considered arms length). 
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2.3.3.2 The comparability analysis process 
The significance of comparability analysis in pursuit of the ALP is that it involves the 
identification of attributes of a transaction or parties that could materially affect prices 
or profits commonly known as comparability factors (TPGuidelines.com, 2020). Once 
comparability factors have been identified, then a comparison which involves 
comparing the comparable factors that exist in a controlled transaction to those that 
exist in uncontrolled comparable transaction is performed, and if the level of 
comparability is high, then the whole process of comparability analysis is considered 
accurate (TPGuidelines.com, 2020; UN, 2017). As it is practically almost impossible 
to find an exact comparable between a controlled and uncontrolled comparable 
transaction, adjustments are used to plug identified differences so as to increase 
comparability, albeit the fact that the more the number of adjustments, the less 
effective the comparability analysis (UN, 2017). The OECD (2017:p162) 
acknowledges that for conditions to be regarded as comparable, they do not 
necessarily need to be identical but rather comparability means: 
 “None of the differences (if any) between the situations being compared could 
materially affect the price or financial indicator being examined in the selected transfer 
pricing method, or 
 Reasonably accurate adjustments can be made to eliminate the effect of any such 
differences. These are called “comparability adjustments”. 
According to the UN (2017), the comparability analysis process involves a nine step 
process starting with an industry analysis of the of parties to the controlled transaction, 
ending with  determination of the ALP position for the respective parties to the 
controlled transaction and essentially the documentation of how the APL position has 
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Figure 4: Comparability analysis process 
Source: Author’s illustration based on UN (2017) 











Understanding the economically significant characteristics of the industry, 
taxpayer’s business and controlled transactions
- Gathering of basic information about the taxpayer 
- Identifying and accurately delineating the controlled transaction in question
- Evaluation of separate and/or combined transactions
Examination of comparability factors of the controlled transaction
- Characteristics of the property or service transferred
- Functional analysis of the controlled transaction under examination
- Contractual terms of the transaction
- Economic circumstances of the transaction
- Business strategies of the parties
Selection of the tested party
Identify potentially comparable transactions — internal and external
Comparability adjustments where appropriate
Selection of the most appropriate transfer pricing method
Selection of the most appropriate transfer pricing method
Determination of an arm’s length price or profit (or range of prices or profits)
Documentation of comparability analysis and monitoring
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2.3.3.3 Comparability with comparables (benchmarking studies) 
Step four of a comparability analysis process involves the identification of potentially 
comparable uncontrolled transaction whose conditions and crucial pricing can be 
comparable to the controlled transaction whose transfer price is being analysed.  
Results of the analysis of the five comparable factors are used to have an in-depth 
understanding of the taxpayer’s controlled transaction and thus very useful in 
identifying potentially comparable uncontrolled transactions which are also ultimately 
used to select the most suitable transfer pricing method (UN, 2017). The UN 
(2017:p112) emphasises the significance of the examination and analysis of 
comparable factors as the results of the analysis are used to “identify external 
uncontrolled transactions that satisfy comparability vis-à-vis the controlled transaction 
and the tested party”. This process is arguably another important and critical step in 
the design of an MNE’s transfer pricing policy as this is where a controlled transaction 
is actually compared to an uncontrolled comparable transaction.   
According to UN (2017), this process involves finding comparable uncontrolled 
transitions which can either be from internal or external sources. The following 
illustrations depicts an internal and external comparable procedure: 
Figure 5:  Example – Application of Resale Price Method based on Internal 
Uncontrolled Comparables 
 
Source:  Cooper et el. (2016)  
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Figure 6:  Example – Application of Resale Price Method based on External 
Uncontrolled Comparables 
 
Source: Cooper et el. (2016) 
Results of a comparability analysis process will eventually determine which transfer 
pricing policy will be used and in this study, this entails inter alia which the profit levels 
will be targeted and how the targeted ALP profit levels will be achieved.  
2.3.4 Transfer pricing policy 
Based on the sheer number of jurisdictions that have accepted the ALP, the use of an 
appropriate transfer pricing method has proved to be a globally accepted tool used by 
MNEs as evidence that their controlled transactions are not influenced by their 
relationships. According to the author’s analysis, several African countries have 
adopted in their respective tax legislation transfer pricing provisions that govern how 
controlled transactions should be structured in order to meet the ALP. It is worth noting 
that most, if not all of these regulations follow the OECD transfer pricing guidelines.   
Therefore, the use of an appropriate and acceptable transfer pricing method, backed 
by results that are in line with the target transfer pricing results and appropriate 
documentation, is proof that the and MNE is following the ALP. According to OECD 
(2017), the use of an appropriate transfer pricing method has proved to be a globally 
accepted tool by MNEs to prove to tax administrators that their controlled transactions 
are concluded at arms’ length and thereby consistent with conditions prevailing for 
uncontrolled transactions.    
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In the introduction to Chapter II Part I of TPG 2017 (selection of the transfer pricing 
method), the OECD (2017:p97) states that: 
“the selection process should take account of the respective strengths and 
weaknesses of the OECD recognised methods; the appropriateness of the method 
considered in view of the nature of the controlled transaction, determined in particular 
through a functional analysis; the availability of reliable information (in particular on 
uncontrolled comparables) needed to apply the selected method and/or other 
methods; and the degree of comparability between controlled and uncontrolled 
transactions, including the reliability of comparability adjustments that may be needed 
to eliminate material differences between them”. 
Designing a transfer pricing policy requires intense planning as an inadequate or 
inconsistent transfer pricing policy can lead to numerous tax  issues for any MNE, the 
significant ones being the danger of double taxation, large post-year transfer pricing 
adjustments, penalties and in some instances reputational damage (Deloitte 
Development LLC, 2013). The following diagram illustrate the components of a good 
transfer pricing policy based on the OECD TPG: 
Figure 7 – Elements of an effective transfer pricing policy 
Source:  Author illustration based on Deloitte (2018) 
A global transfer pricing 
policy that is supported by 
appropriate economic 
analyses and consistent 
with the functions, risks, 
assets, and intellectual 
property of the underlying 
companies.
Intercompany agreements 
between relevant legal 
entities that are aligned 
with the substance of the 
transactions in order to 
mitigate the risks of re-
characterization
A global governance model, 
analytics, and monitoring 
process that determine and 
facilitate policy compliance 
and consistency
Contemporaneous transfer 
pricing documentation that 
demonstrates that policies 
have been established and 
implemented in a way that 
allows the company to 
achieve “arm’s length” 
results at the end of the 
year
Effective Transfer Pricing Policy
Pillar 1 Pillar 2 Pillar 3 Pillar 4
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2.3.4.1 Transfer pricing method applicable to distributors – resale price 
method (RPM) and Transactional net margin method (TNMM) 
As already noted, this study only focuses on the MNEs constituent entities that carry 
routine functions as distributors of finished goods procured from related manufacturing 
or contract manufacturing group entities. In practice most distributors use the RPM 
and TNMM to measure the ALP (OECD, 2017). 
According to Cooper et al. (2016), the functional profile of the parties to a controlled 
transaction, including the tested party and the type of transaction will effectively 
determine the transfer pricing method used. It has been recorded in various 
publications, including the authoritative OECD TPG that the transfer pricing method 
most suitable for resellers is the RPM (OECD, 2017). Cooper et al. (2016) states that 
it’s common to use the RPM in cases where finished products are purchased by 
resellers acting as distributors for resale without adding any significant value to the 
goods procured.   
However due to difficulties in accessing public data relating to gross profit, many MNEs 
are now using the TNMM to measure if the profit levels of their distributors are arm’s 
length (OECD, 2017). The OECD (2017) also confirms that the TNMM is usually 
applied to the least complex tested party who does not make any valuable and unique 
contributions in the controlled transaction thus the reason why many MNEs apply this 
method to measure if the profits achieved by their distributors (tested parties) meet the 
ALP. The TNMM basically examines the net profit level expressed as a percentage to 
an appropriate base (e.g. cost, sale, assets) achieved in a controlled transaction and 
compares that profit level to a profit level realised by an independent party engaged in 
comparable transactions (OECD, 2017). In practice, most MNEs will therefore target 
a net profit level achieved by entities involved in activities similar to the MNE’s activities 
and the transfer price is used to drive the MNE towards this APL profit level. This is 
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Figure 8:  Illustration of the TNMM 
  
Source:  Author’s illustration 
Figure 8 illustrates how a company using the TNMM method calculates its transfer 
price using a simulated projected sales volume of 1000 units per annum. It is therefore 
clear that the company is targeting a profit level indicator (PLI) of 5% and based on 
this simulation transfer price unit is calculated at R50. This means that this company 
illustrated in figure 8 will procure each unit at R50 and this is the value that will appear 
on the invoice received from the related selling entity (transaction value).   
According to Preiss and Szymańska (2019), the PLI targeted in a transfer pricing policy 
is derived from benchmarking studies analysing the PLI achieved by comparative 
independent companies. A number of independent companies will be analysed in the 
benchmarking study and normally the ALP PLI will be median result achieved by the 
independent companies selected in the benchmarking exercise. 
2.3.4.2 Transaction values driven by transfer prices 
In controlled transactions involving a distributor or reseller importing goods from a 
related seller, transaction values for customs valuation purposes are determined by 
the group transfer pricing policy which determines the prices at which goods will be 
sold between related group entities. As illustrated above in section 2.2.3, the 







 R  R 
Sales to 3rd parties 100          1 000     100 000 
 Less:  Gross margin -50           -50 000  
            - Selling and disribution expenses -45           -45 000  
            - Targeted appropriate profit level -5              -5 000    
Transfer price 50             50 000   
Simulated transfer price to reach PLI of 5% 50           
50%
TNMM arms length profit level derived from benchmaking studies 5% 5%
Legend
** Calculation of transfer price per unit based on projected sales to 3rd parties of 1000 units per annum
*** Quantity of goods actally projected to to be sold per annum
 Budgeted 
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transaction value should be accepted as the customs value of imported goods based 
on the GATT1994 guidelines, meaning that the transaction value should also be 
accepted as the customs value for imports flowing between related parties dealing at 
arm’s length as explicitly stated in para 2 (a) of article 1 of GATT 1994. According to 
WTO (1994), the fact that the buyer and seller of imported goods are related should 
not be grounds that the transaction value is unacceptable - provided the trading parties 
prove that their relationship has not affected the transfer price.    
The author of this dissertation thus argues that the sheer application of ALP when the 
selling price between the buyer and seller is determined is concrete proof that the 
relationship between the transacting parties has not affected the transfer price. The 
fact that a controlled transaction has passed the stringent ALP test means the 
transaction value is at par to the transaction value that unrelated parties would have 
exchanged goods. In practice, transfer prices are normally determined at the 
beginning of each financial year based on the projected entity performance and in the 
distribution of finished goods, transfer prices will be set so that the tested party which 
is normally the distributor will achieve a target Gross Profit Margin (GPM) or net PLI 
set for the respective financial year which is in line with ALP GPM or net PLI earned 
by uncontrolled comparable distributors. As trading conditions used for budgetary 
purposes change during the trading year, transfer prices might need to be adjusted 
during the year in order for the tested party entity to meet the set target GPM or net 
PLI to meet the ALP.   
2.3.4.3 Transfer adjustments during the year 
According to Herksen (2009), in many developing countries, especial those at lower 
income levels, indirect taxes such as taxes on imports in the form of customs duties 
remain the most important single source of government revenue. For example, in the 
Middle East and Africa, it is reported that import duties generate about twice as much 
revenue as in other region. These jurisdictions therefore naturally employ aggressive 
customs collection policies, meaning that any transfer price adjustments, especially 
the ones that affect the import value downwards, would typically attract customs 
authorities’ attention as the authorities would have a price in their databases they 
consider to be fair import market value for the respective product.   
- 36 - 
 
However, it is uncommon for MNEs to alter transfer prices (commonly known as 
profitability adjustments or transfer price adjustments) during the year or at the end of 
a financial year in order to achieve a set target profit level in line with is respective 
transfer pricing policy (Preiss & Szymańska, 2019). It is recorded  that many MNEs 
follow a transfer pricing policy of targeting a specified arm’s length profit margin 
determined at the beginning of each financial year and should any conditions change 
that would have been used to determine the target PLI, transfer price adjustments are 
used to assist the tested MNE achieve the target profit (PwC, 2015). According to UN 
(2017), intercompany transactions are continuously tested and maybe adjusted if 
found to deviate from comparable arms’ length transaction. It is worth noting that the 
OECD TPG recognise the use of compensating adjustments by taxpayer for tax 
purposes in pursuit to achieve an arm’s length profit level (OECD, 2017).   
The author notes that historically, the most common practice has been to effect 
transfer price adjustments at the end of the year when actual results achieved differ 
from the pre-determined arm’s length profit. However, adverse customs 
considerations that come into play, especially if an upward transfer price adjustment 
is required for an importer distributor tested party will mean the importer would have 
under declared customs values for the all goods imported during the year under 
consideration. PwC (2015), summarised the transfer price adjustment vis-à-vis the 
customs conflict by stating that, although transfer price adjustments generally are 
intended to demonstrate pricing compliance and mitigate risk from an income tax 
perspective, they can have the unintended effect of creating risk from a customs 
perspective. 
This customs scenario has seen the rise in popularity of MNEs electing to effect 
prospective transfer price adjustments during the year rather than once off 
adjustments effected at the end of the year in pursuit of a set target arm’s length profit 
level (PwC, 2015). Additionally, the use of retrospective transfer price adjustments in 
case of retrospective import value upliftments will surely lead to customs penalties and 
interests which will be an unwelcome cost for the importer, and for this reason, most 
MNEs now also prefer to implement prospective transfer price adjustments during the 
year in pursuit of the target PLI. Prospective transfer price adjustments are good for 
customs purposes but the author notes that they usually attract scrutiny from customs 
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authorities when the transfer prices need to be reduced and this issue is at the core of 
this paper.  Figure 9 illustrate cases where transfer price adjustment is needed: 
Figure 9: Illustration of a transfer price adjustment 
 
 
Source:  Author’s illustration 
In figure 9, it’s clear that if actual sales are lower than budgeted sales then a transfer 
price reduction is required for the tested entity to reach the target arm’s length profit 
level (case 1) and conversely a transfer price increase is required if the actual sales 
are more than budget (case 2). The reason for adjusting the transfer price is simply 
because selling and distribution costs which in most cases consist of salaries are likely 
to be fixed so the only item that can be adjusted is the transfer price in order for the 
tested party (distributor) to achieve the targeted arms’ length profit level. 
In Africa, it is the author’s opinion that transfer pricing legislation is still in its infancy 
and has not really developed, even in the most sophisticated financial systems like 
South Africa. It is against this backdrop that African transfer pricing will therefore follow 
developments in developed countries mainly in Europe. It is noted that the number of 
jurisdictional tax authorities acting against the use of transfer price adjustments 
performed at year end in favour of prospective price adjustments during the year when 
MNEs chase a set arm’s length profit level for tax purposes is rising (De Homont & 
Voegele, 2016). From the author’s experience in Africa, the practice of prospective 
transfer price adjustments seems to be a growing practice as well, although no 
legislative guidance is available presumably due to the slow development of the 
transfer pricing legislative environment in Africa in general. Most revenue authorities 
seem to accept the piecemeal prospective transfer price adjustments during the year 








(units)  Actual 
 Qnty 
(units)  Actual 
 R  R  R  R 
Sales to 3rd parties 100          1 000     100 000 800        80 000   1 200     120 000 
 Less:  Gross margin -50           -50 000  -49 000  -51 000  
            - Selling and disribution expenses -45           -45 000  -45 000  -45 000  
            - Targeted appropriate profit level -5              -5 000    -4 000    -6 000    
Transfer price 50             50 000   31 000   69 000   
Simulated transfer price to reach PLI of 5% 50           31           69           
50% 61% 43%
TNMM arms length profit level derived from benchmaking studies 5% 5% 5% 5%
Legend
** Calculation of transfer price per unit based on projected sales to 3rd parties of 1000 units per annum
*** Quantity of goods actally projected to to be sold per annum
Actual - case 1 Actual - case 2 Budgeted 
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practice although such transfer price adjustments remain subject to customs 
authorities’ challenges. 
MNEs that follow a TNMM as a transfer pricing method will normally follow a policy 
premised on a profit level which is set in accordance with profit levels that would have 
been achieved by comparable companies selling comparable products.   
2.4 Transfer pricing and customs valuation link: an MNE perspective 
There is a clear link between customs valuation and transfer pricing according to 
OECD (2017), as a taxpayer may have competing incentives in setting values for 
customs and tax purposes. It is however puzzling to note that although taxation and 
international trade go hand in hand, organisations like WTO and the OECD  are yet to 
develop any guidelines to be followed when customs values are determined in 
controlled transactions (Olivier & Honiball, 2011). According to Herksen (2009), a 
convergence of some sort between transfer pricing and customs is required as a 
significant number of cross-border trade still remain between related parties but the 
pricing of these transactions are separately determined for customs and transfer 
pricing. The difficulty emanates from the fact that transfer pricing and customs are 
governed by a different set of rules which were summarised by Herksen (2009:p3) as: 
“Although both referenced as “taxes,” customs and transfer pricing are each rooted in 
entirely distinct disciplines. One belongs to the area of indirect taxation and the other 
to the area of direct taxation. This in and of itself is a major and most determinative 
distinction”. 
However, despite the lack of regulatory guidance, there is an apparent link between 
transfer pricing and customs valuation and the lack of guidance on this link is causing 
a lot of issues for MNEs importing goods under controlled conditions. The UN 
(2017:p142) also confirm that a convergence of the customs and tax authorities 
through better information sharing and coordination is required as the aim for both the 
OECD’s ALP and WTO’ GATT 1994 valuation methodologies are aimed at 
determining prices in controlled transaction as if the parties are unrelated. 
2.4.1 Transfer pricing and customs valuation link - link one 
It is stated that once an MNE is able to prove that its controlled transactions are priced 
at hypothetical market related prices, then the ALP principle would have been fulfilled, 
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meaning the artificial shifting of profit would have been avoided (Treidler, 2019). Two 
separate MNE constituents applying the ALP can therefore be presumed and put on 
equal footing to independent companies transacting on the open market. It is the 
author’s opinion that if an MNE importer has procured goods from a related group 
company is able to prove the application of the ALP, then the importing country 
customs authorities should accept the transaction value used for customs valuation as 
comparable to a value declared by an importer in an uncontrolled relationship.   
Additionally, customs authorities should accept that the ALP is not an exact science 
as finding an exact independent comparable to compare prices charged under 
controlled conditions might be an impossible task in most circumstances mainly due 
to differences in the quality of goods being compared (OECD, 2017). The author has 
noted instances where customs authorities challenge customs values declared by 
MNEs based on arbitrary values they have sourced from internet sources and 
according to the author, this practice is against the spirit of the ALP as the OECD 
Guidelines are clear that the ALP is not exact science.   
There is therefore a clear link between transfer pricing and customs valuation, and if 
the ALP is applied correctly, then the transfer price as calculated by an importer MNE 
should be an acceptable transaction value for customs valuation purposes. It is 
therefore apparent that customs authorities in tax jurisdictions that apply the ALP for 
transfer pricing purposes in their respective legislations should accept customs values 
driven by arm’s length transfer prices, including instances where the transfer prices 
are adjusted but upwards and downwards.   
2.4.2 Transfer pricing and customs valuation link - link two  
The transfer price as determined by an MNE in section 2.3.4.1 above will be the 
amount that the exporting MNE will invoice the importing related entity. This means 
the exporting MNE will issue the importing MNE with an invoice showing the price as 
determined by the MNE group’s transfer pricing policy and this amount as shown on 
the issued invoice will be used as the customs value by the importing entity if the 
importing jurisdiction is a member of the WTO – please refer to figure 10 below for an 
illustration of this link. 
Figure 10: Link between transfer price calculated using resale minus method and 
customs value 
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Source:  Author’s illustration 
As discussed earlier in this study, it is uncommon that for an MNE targeting a pre-set 
profit margin for financial year to adjust transfer prices if conditions used when 
simulating the target profit margin change. Therefore, the transfer price of R50 in figure 
10 if the tested party can prove that the ALP was adhered to in its calculation then that 
value should be accepted as arms’ length customs value. Additionally, even if the 
transfer price is adjusted during the year the customs authorities should also accept 
the adjusted customs value as long application of the ALP can be proved in arriving at 
the adjusted transfer price. 
The reluctance by customs officials to accept customs values declared in controlled 
transactions has and still remain an issue for MNEs importing finished goods into 
Africa. 
2.5 Summary 
Public outcry aimed at MNEs deploying aggressive tax planning practices using 
transfer pricing gave birth to the ALP. The ALP has become a globally accepted 
standard and the correct application of the ALP by MNEs would imply the MNE’s 
controlled transactions would be comparable to uncontrolled transactions which is 
evidence the conditions follow prevailing market conditions. Because the ALP involves 
a thorough and stringent comparison of controlled transactions to comparable 
uncontrolled transactions and should the two be comparable, then there should be no 
suspicion of transfer price manipulation when related MNEs transact.   
TNMM method targeting PLI of 5%
R
Sales to 3rd parties 100
 Less:  Gross margin -50
            - Selling and distribution expenses -45 INVOICE
            - Target appropriate profit level -5 FROM:  Simba Group Morocco Ltd Invoce no: 200
               Address: XXXXXXX
Transfer price 50
TO:        Simba Group Limited South Africa
Target PLI based on benchmark 5%                Address: XXXXXXX
Description Unit Price Qnty Amount
Finished component number XXXX 50 1 50
50
VAT -        
Total Invoice amnt 50
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The importance of the link between transfer pricing and customs valuation 
methodology in global trade has gained significance, given the volume of trade that 
takes place between related MNEs. The fact that the customs value in a controlled 
transaction involving resellers are determined by transfer pricing methods means 
officers in customs authorities are now required to have a deep understanding of the 
transfer pricing guidelines. From an African perspective, despite the clear link between 
customs valuation methodology and transfer pricing regulations, it’s either that the 
customs authority’s officers are not aware of this link or because of the revenue 
collection pressures that they decide to ignore this significant link. This practice has 
caused notable tax uncertainties for MNEs involved in the distribution of products in 
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3 Chapter 3: Data analysis and discussion of results 
3.1 Introduction 
To achieve the research objective, it is crucial to analyse the data collected from expert 
and specialist research participants in the field (primary data) as well existing literature 
on the topic (secondary data). The main research objective was to “identify, investigate 
and understand the reasons for the tax uncertainty, including the impact thereof on 
MNEs arising from challenges regarding customs valuation practices that related 
MNEs face in respect of their Africa bound consignments whose customs values are 
driven by the respective MNEs’ transfer pricing policies”. 
3.2 Key findings from the questionnaire (primary data) 
The research results are structured to show how the research results addresses each 
research question. This chapter commences by analysing and presenting results 
gathered from primary data as collected from the administered questionnaire.  Results 
gathered from literature review are then presented, leveraging on work that has 
already been done on the identified research problem. The chapter ends by 
summarising the research findings and clearly presenting the identified common 
themes identified from the research results. The questionnaire can be found as an 
appendix to this dissertation (Appendix A). 
3.2.1 Representativeness of the population to the research problem and 
experience spread of the participants 
In carrying out the research, experts and specialists in the field covered by the study 
were head-hunted and questionnaires administered. Six questions were asked to 
understand the calibre and experience of the participants with the aim to gather data 
on the following:   
 The experience of the participants measured by the number of years each 
possesses in both transfer pricing and customs valuation transactions; 
 Knowledge of participants in both transfer pricing guidelines and customs 
valuation methodology; and  
 The jurisdictions that the participants have had practical experience in the 
topics under study. 
The ten industry experts and specialists selected to participate in the study all 
responded to the request to partake in the study and completed the questionnaire. The 
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selected participants have extensive experience in the field, with eight of the 
participants having been involved in the transfer pricing space for at least five years.   
Figure 11: The experience spread of the participants 
 
 
Crucially for this research, the majority (seven) of the participants indicated that they 
have worked on transactions that involved transfer pricing and customs duty valuation.  
Additionally, the participants have worked on transactions in jurisdictions that are 
reflective of the whole of Africa as their combined experience covers North, East, West 
and Southern Africa, giving the study a continental view of the research problem.   
3.2.2 Reasons for customs valuation challenges and rules applied when 
challenging by customs authorities (responses to research questions one 
and two) 
Research question one: What are the reasons for customs valuation challenges 
aimed at customs values derived from MNEs’ transfer pricing policies? 
Research question two: What rules, if any are customs officials currently applying 
when challenging custom duty values declared by related parties, and what is the 
source and nature of comparables used if any? 
To answer these two research questions, several questions were asked which aimed 
to gather information on whether the participants agreed with a claim made in question 
seven of the questionnaire that customs valuation challenges generally target 
controlled transactions (the claim). Additionally, the participants were asked to provide 
the jurisdiction in which such transactions occurred, the reasons provided by the 
 Five of the participants have worked in 
transfer pricing for more than five years 
but less than ten years  
 Three of the participants have more than 
ten years’ experience in transfer pricing  
 Only two of the participants have less 
than five years’ experience in transfer 
pricing 
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customs authorities for the customs valuation challenges, rules if any applied to value 
challenged customs values and the action taken by the customs authorities. Lastly, 
participants were also asked to share their experience on how they rate the knowledge 
of customs officials to interpret and understand transfer pricing documentation aimed 
proving the arm’s length of a customs value declared. 
Responses to the research claim 
Five of the participants agreed with the claim that there was generally a tendency by 
customs authorities to challenge customs values declared under controlled 
transactions. Only three participants indicated they did not agree that customs 
valuation challenges generally target controlled transactions while two stated that they 
have never dealt with a single case dealing with a customs value declaration 
challenge.  
Interestingly, two of the three participants that indicated they do not agree that customs 
value declaration challenges were generally aimed at controlled transactions indicated 
they had witnessed customs valuation challenges aimed at both MNEs and non-MNE 
importers. Although they did not agree to the general claim as asked by the researcher, 
they blamed corruption as the main reason behind customs valuation challenges. It 
can therefore be inferred that corruption is also one of the reasons for the customs 
valuation challenges in Africa. 
Reasons for the customs valuation challenges 
Question number 15 on the questionnaire was specifically asked to tap into the 
experience of the participants with the aim to get the reasons behind the customs 
valuation challenges. Figure 12 depicts the reasons for the challenges faced by MNEs 
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Figure 12: Responses on the reasons behind the customs valuation challenges 
 
The researcher now analyses the main identified reasons individually.   
Reason one: Reference prices 
As can be seen in figure 12 above, the researcher asked a specific closed ended 
question to get the reasons behind customs valuation challenges. Although not 
included as part of the closed question options in research question 15, a common 
theme was that customs authorities kept their own “reference prices” in their risk 
systems. This theme was derived from responses to question eight on the 
questionnaire when participants were asked to provided details of customs valuation 
challenges cases that they had dealt with. All five participants who agreed with the 
claim, indicated that customs authorities kept their own reference prices which they 
then deem to be market driven values.   
The five participants further claimed that whenever a customs value declared in a 
controlled transaction ended up being less than the reference price kept by customs 
authorities, customs authorities challenged the transfer price used as the bases for the 
customs value and uplifted the customs value.  
Interestingly, four of the five participants who agreed with the claim further indicated 
that despite arguments submitted to customs authorities proving that the customs 
values declared met the ALP, a customs value upliftment was imposed on the customs 
value declared.  
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Reason two: Customs authorities’ lack of knowledge on the link between transfer 
pricing and customs valuation 
It is crucial to note that there was total consensus by the participants in their 
disapproval of the officials’ knowledge as all the participants rated none of the customs 
officials’ knowledge regarding the link between transfer pricing guidelines and customs 
value declaration methodology in controlled transactions as high. Figure 13 depicts 
the responses by the participants on the knowledge displayed by the authorities: 
Figure 13: Responses on the knowledge of authorities about the link between transfer 
pricing and customs valuation  
 
Reason three: Pressure on customs authorities to meet collection targets. 
According to seven of the participants, the main reason behind the customs valuation 
challenges was pressure for the customs authorities to meet collection targets. None 
of the participants provided further details on this  
Reason four: Corruption 
Corruption also became a de-facto theme as the researcher did not specifically test it 
in his research design but was mentioned by three of the participants as another 
reason for the challenges aimed at MNEs generally. The issue of corruption was 
mentioned as one of the reason driving customs valuation challenges as authorities 
generally lacked transparency. The participants who mentioned corruption as a reason 
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also blamed the lack of systems and the dependence on human intervention as a 
driver for corrupt activities. 
Rules applied by customs authorities when valuing challenged customs values 
Research questionnaire number eight asked participants to provide details of any rules 
that customs officials applied when placing a value on goods whose declared value 
was a subject of a valuation challenge.  
The common theme identified in the responses was that customs officials did not 
follow any rules but rather used arbitrary values they deem market value based on 
prices of goods they deem comparable to the goods subject to the customs challenge. 
This theme was confirmed by three of the five participants who responded to this part 
of question eight of the questionnaire.  Figure 14 shows the responses to the claim as 
discussed in this section: 




3.2.3 Known impacts of customs valuation challenges on affected MNEs’ 
operations (responses to research question three) 
Research question three: Are there any known impacts on the affected MNEs’ 
operations emanating from the customs valuation challenges? 
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To answer this research question, participants were asked to share any adverse 
impacts they were aware of emanating directly from the customs valuation challenges 
faced by MNEs targeting their transactions in controlled transactions via questionnaire 
question number 17 and 18. 
In response, six of the participants indicated that they were aware of the adverse 
impacts of customs valuation challenges on affected MNEs businesses in Africa.  The 
following were the issues identified: 
 Participant one: “detentions and additional costs for storage and loss of 
revenue”; 
 Participant three: “consignment seizure by customs officials”; 
 Participant four: “costly controversy processes, local country profitability 
impacted resulting in income tax challenges”; 
 Participant five: “lengthy and costly legal court battles, consignment seizure by 
customs officials”; 
 Participant six: “…as customs had their own pre-set prices (reference prices) 
for goods, they were not objective leading to taxpayer finding alternative ways 
which were not necessarily in line with their transfer pricing policy”; 
 Participant seven: “double taxation”. 
The main theme that can be deduced from the participants’ responses was that the 
customs valuation challenges were costly to the affected MNEs. The costs identified 
were as a direct result of consignment seizures, storage and tax controversy4 
processes as the MNEs normally hire expert consultants to assist in engaging with the 
customs authorities. One participant pointed out that because of the lack of objectivity, 
the controversy process involved the submission of numerous documentation and was 
a lengthy process.  One participant pointed out double taxation as an impact although 
no explanation was provided to provide light on what exactly the participant implied.   
                                                          
4 Wikipedia defines tax controversy as an area of legal practice involving tax disputes between tax collection entities such as 
the U.S. Internal Revenue Service (IRS), and taxpayers, sometimes as the result of an audit. 
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3.2.4  Perceptions of MNE representatives on customs valuation practices 
(responses to research question four) 
Research question four: What is the perception of MNE representatives towards 
customs valuation practices applied to their inbound imported goods as well as the 
knowledge of customs authorities when valuing goods under controlled environments? 
Participants were asked questions questionnaire number 10 to 12 on the perception 
they place on the customs officials in Africa regarding their knowledge and behaviour. 
The key take outs were that customs officials lacked the requisite knowledge to deal 
with customs declarations by MNEs in controlled transactions, lacked transparency 
leading to corruption and were generally not objective.   
3.2.5 Possible solutions to be implemented by regulatory stakeholders 
(responses to research question five) 
Research question five: What measures can be introduced by regulatory 
stakeholders to address the identified challenges? 
To answer this research question, the participants were asked to suggest either 
unilateral or multilateral measures that they felt would assist in arresting the identified 
challenges via questionnaire question number 19. Six of the participants provided 
suggestions. The table below is a summary of the suggestions put forward by the 
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Table 3: Suggested solutions by questionnaire participants to resolve the customs 
valuation challenges at MNE inbound imports 
Source: Author’s own summary based on responses to question number 19 on the 
questionnaire 
The suggested solutions in table 3 are self-explanatory but the main theme taken out 
is “training”. The participants pointed out that training was required at a country level 
as the participants felt that customs officials in jurisdictions they have worked in did 
not understand the link between transfer pricing and customs involving controlled 
transactions. The responses also pointed out that global bodies responsible for 
transfer pricing and customs valuation guidelines had a role to play in providing 
training at a jurisdictional level as the skills set in some African countries was low.   
Another important take from the responses to question 19 was that customs and 
transfer pricing departments within a single jurisdiction should be merged and have 
single authority so as to avoid the two departments having conflicting targets. 
3.3 Key findings – literature review (secondary data) 
The researcher also used secondary data to help tap on the body of knowledge of 
work already done on the research problem. Secondary data was used to help assist 




suggestion Description of the suggested solution
Application of GATT 1994 1 More reliance on the GATT Customs Valuation Agreement and proper 
interpretation of the Articles contained therein.
Advanced pricing agreements (APAs) 1 There are some multinational that have approached the local customs 
office with their price-list and explained to them their transfer pricing 
models. Their purchase prices are accepted and confidential within the 
customs office.
Customs officials must be trained to understand and apply the transfer 
pricing guidelines.
 OECD or WTO should provide more training to African jurisdictions. 
African Tax Administration Forum (ATAF) could also play a role here.
Transparency through automation 1 Transparency should be created in the unilateral or multilateral system 
Tax authorities should ensure that customs and tax are only 
departments of a single authority and not separate authorities. Rotation 
or at least have customs offices work in transfer pricing sections and 
vice versa.
One of the considerations could be to have a minimum set prices for 
specific tariff headings that are always under contention.
 OECD or WTO should provide more training to African jurisdictions. 
ATAF could also play a role here.
One of the considerations could be to have a minimum set prices for 
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valuation challenges aimed at customs values derived from MNEs’ transfer pricing 
policies?”. 
Additionally, secondary data was used to answer research question four which is 
about measures that can assist to address the identified challenges faced by importer 
MNEs operating in Africa. 
 
According to Cooper et al. (2016), rules that govern customs values are similar in 
principle to transfer pricing guidelines for tax purposes because both aim to ensure 
that the relationship between transacting parties has not influenced the transaction 
price. However, MNEs have always faced customs valuation challenges when 
importing goods in controlled transactions and the search for the solution to the 
challenge has been ongoing since as early as the 1970s (Herksen, 2009).  The major 
global bodies involved in transfer pricing and customs valuation which include the ICC, 
OECD, WCO and the WB have all accepted that MNEs in every part of the world face 
difficulties on the valuations of goods (ICC, 2015; WCO, 2018).  According to the ICC 
(2015), the are two reasons for the challenge that MNEs face which the respected 
body identified as follows: 
1. Tax and customs administrators, even in the same jurisdiction, have different 
approaches to achieving their mandates; and 
2. Tax and customs set rules independently for the same transaction. 
As a direct result of identified challenges, MNEs are facing uncertainty and compliance 
complexities as there are no guarantees for escaping customs challenges on their 
imports even if an MNE follow the OECD transfer pricing guidelines and GATT 1994 
regulations (ICC, 2015).   
To address the challenges, much work has already been done by the global bodies 
and to date, the most significant has been the work of the WCO through Commentary 
23.1 of the Technical Committee on Customs Valuation (TCCV) (ICC, 2015).  
According to WCO (2018), Commentary 23.1 of the TCCV seeks to provide guidance 
on the complicated issue of how transfer pricing documentation used to prove 
application of the ALP for direct tax purposes by an importer of goods in a controlled 
transaction can be used for customs valuation purposes. An in-depth discussion into 
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proposed remedial solutions to the identified problem including Commentary 23.1 of 
the TCCV and work by other global trade bodies is considered too broad for his study.  
3.4 Summary of key findings 
To conclude this chapter, the researcher applied the research findings to answer the 
research questions.  The table below considers all research questions and how they 
were answered using the research findings: 
Table 4: Summary of key findings 
 
 




Research question Research answer Source
Lack of transfer pricing knowledge by customs officials Questionnaire
Arbitrary prices based on prices customs have in their systems 
obtained from the market (reference prices)
Questionnaire
Corruption by customs officials Questionnaire
No formal procedure in place when dealing with controlled 
transactions
Questionnaire
Many developing countries still developing their transfer pricing 
legislation and capacity
UN and WCO
No synergy between tax and customs regulators ie no 
convegence of transfer pricing and customs departments
Questionnaire and WCO
What rules, if any are customs officials currently applying when 
challenging custom duty values declared by related parties, and 
what is the source and nature of comparables used if any?
No layed out rule or procedure followed but customs tend to just 
place a value they deem market value
Questionnaire
Loss of revenue by affected MNEs Questionnaire
Costly consignment seizure Questionnaire and ICC
Lengthy legal battles Questionnaire
Customs officials lack transfer pricing knowledge Questionnaire
There is no transparency which sometimes drives corruption Questionnaire
They sometimes lack objectivity and are driven by other targets 
and will therefore blatantly ignore transfer pricing arguments
Questionnaire
Training of customs officials about transfer pricing guidelines Questionnaire and WCO
Automation of customs processes icluding harmonisation of 
customs and direct tax 
Questionnaire and ICC
Better coodination and exchange of information between 
customs and transfer pricing departments
WCO and ICC
Get customs and tax to be departments under single authority Questionnaire
MNEs to agree customs values with revenue authorities in 
advance through APAs
Questionnaire, WCO and 
ICC
What are the reasons for customs valuation challenges aimed at 
customs values derived from MNEs’ transfer pricing policies?
Are there any known impacts on the affected MNEs’ operations 
emanating from the customs valuation challenges?
What is the perception of MNE representatives towards customs 
valuation practices applied to their inbound imported goods as 
well as the knowledge of the front end customs official on the role 
of transfer pricing in the determination of the customs value?
What measures can be introduced by regulatory stakeholders to 
address the identified challenges? 
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4 Chapter 4: Summary, recommendations and conclusion 
4.1 Introduction 
Due to the sheer volume of MNE transactions in a globalised world including Africa, 
MNEs play an important role in all economies they have a footprint. It was therefore 
the importance of understanding the problems that MNEs face in Africa especially on 
the movement of goods into the African continent which led the researcher to 
undertake this study. The attraction of good corporate tax citizen MNEs into the African 
continent is of paramount importance for a number of reasons, including employment 
creation, economic growth and development emanating from increased tax revenues. 
It is therefore critical for African governments through their tax and customs authorities 
and global trade bodies to address customs duty valuation challenges faced by MNEs 
on their African bound goods in controlled transactions. 
4.2 Achievement of research objective 
To conclude this research, it was crucial for the researcher to show whether the 
research objective was achieved and how it was achieved. The research objective 
was: “to identify, investigate and understand reasons for the tax uncertainty, including 
the impact thereof on MNEs, arising from challenges regarding customs valuation 
practices that related MNEs face in respect of their Africa bound consignments whose 
customs values are driven by the respective MNEs transfer pricing policies”. Five 
research questions were deemed sufficient to achieve the research objective. A 
questionnaire was administered to acquire primary data and work from global bodies 
involved with transfer pricing and customs valuation regulations was perused to 
acquire secondary data. Table 4 presented in chapter 4 depicts how each research 
question was answered and the results therefrom, which the researcher briefly 
summarise below. 
From the results summarised in Table 4, the objective to identify, investigate and 
understand the reasons for the tax uncertainty were achieved with findings on 
research question one and two.  The reasons for the customs valuation challenges 
include lack of knowledge of transfer pricing on the side of the customs authorities, 
corruption and no synergy between transfer pricing and customs departments, while 
the results of research question two pointed out that customs officials kept their own 
arbitrary prices (reference prices) which they use as comparables when valuing 
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comparable goods. Customs officials therefore disregarded customs values derived 
from applying concerned MNEs’ transfer pricing policies whenever the declared values 
strayed from the reference prices.   
Research question 3 aimed at seeking impacts on the operations of the affected MNEs 
due to customs valuation challenges.  The findings indicate that loss of revenue, 
consignment seizures, and lengthy legal battles were the main impacts experienced 
by MNEs.  
Research question number 4 aimed to get insight on how the representatives of the 
affected MNEs perceived the customs valuation practices as well as transfer pricing 
knowledge levels of the customs officials. Research results shows that customs 
officials were perceived to lack requisite knowledge, lacked transparency which was 
linked to corruption and also lacked objectivity. 
Lastly, research question five aimed to find solutions to the identified challenges. 
Training, automation of customs processes, better coordination between transfer 
pricing and customs departments including harmonisation of the two departments as 
well use of advanced pricing arrangements (APAs) were mooted as possible solutions 
to the identified challenges. 
By getting answers to all the research questions, the research objective was thus fully 
achieved as all the challenges were identified and understood while the impacts of the 
challenges were uncovered. The research also uncovered the general perception 
MNE representatives placed on authorities in Africa. The uncovering and 
understanding of the challenges thereof paved way for remedial recommendations to 
the challenges identified in this research. 
. 
4.3 Recommendations 
It is clear from the research that there is indeed a problem in Africa on the customs 
valuation of goods under a controlled environment. For tax abiding MNEs, this problem 
needs addressing before the good MNEs are scared away in the process, depriving 
the continent of the much needed foreign direct investment. 
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4.3.1 Recommendations to African tax and customs authorities 
Based on the research results of this study, the following recommendations are 
proposed: 
 Consistent application, interpretation and reliance on GATT 1994 articles by 
WTO members; 
 Harmonisation of customs and transfer pricing departments and the promotion 
of exchange of information thereof; 
 The promotion of the use of APAs to eliminate disputes; 
 Training of customs officials to have an understand of transfer pricing 
guidelines; 
 Automation of valuation systems to create transparency and eliminate 
corruption; 
 The creation of customs and tax departments with single common authority; 
and 
 Participation of African countries in trade forums like TCCV discussions. 
4.3.2 Recommendations to global bodies  
 The OECD and the WTO to take lead in providing training mainly to customs 
departments in African jurisdictions; 
 Discuss and design mechanisms and options for exchange of information; 
 Continue promoting and supporting forums like the TCCV; and 
 The re-working of tariff headings and have minimum set prices for goods that 
are frequently contested. 
4.4 Conclusion 
It is a known fact that African countries need MNEs’ presence in their quest to grow 
their economies and improve lives of its people but this cannot be at the expense of 
MNEs that focus on shifting profits out of Africa through BEPS practices. However, 
MNEs need operational and legal certainty for their planning purposes and tax and 
customs are crucial especially for MNEs that move goods between related companies. 
This research laid bare that the certainty that MNEs require to increase their 
investment in Africa is being hampered by customs valuation challenges that generally 
target inbound imports in controlled transactions. Due to resource constraints mainly 
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linked to time and limited length to finalise this study, the researcher aimed to open 
doors for future studies that will ventilate the identified issues that MNEs are facing in 
Africa. The researcher thus placed focus on the background, development and 
understanding the customs valuation challenges using both literature review and views 
from industry experts and specialists.   
To conclude, based on the research results, it can be accepted that there is indeed a 
problem and both the African jurisdictions and global bodies, including mainly the ICC, 
OECD, WTO, WCO and UN need to come up with solutions to resolve the challenges 
identified in this study. It is the researcher’s wish that supplementary research be 
undertaken to further provide extensive and conclusive solutions to the challenges 
identified in this research, with the hope that the recommendations will be used to 
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Appendix A: Questionnaire 
 
CONFLICTING TRANSFER PRICING VERSUS CUSTOMS VALUATION 









2. If your answer is yes to question 1 above, how many years of experience do you 
possess in the TP space? 
 
<5years 
Between 5 and 10years 
>10years 
 
3. Do you possess any knowledge in customs duty valuation (CDV) methodology on 





4. If your answer is yes to question 3 above, how many years of experience do you 
possess in the CDV space? 
 
<5years 
Between 5 and 10years 
>10years 
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5. Have you ever worked on any transaction that involved TP and CDV methodology 
in Africa involving engagements with tax and customs authorities? E.g. A South 






6. State which African jurisdictions do you have practical TP and CDV experience/s 
referred to in question 5 above? 
 
7. During the last five years in your TP and/or CDV practice, would you agree to a 
claim that CDV challenge/s generally target Africa bound imports flowing between 
related MNE group companies (controlled transactions) more compared to CDV 
challenges targeting Africa bound imports in uncontrolled transactions? 
 
I agree with the claim 
I disagree with the claim 
I have not dealt with any single case involving CDV challenge/s 
 
NB: Controlled transactions refer to transactions that take place between two 
enterprises that are associated enterprises with respect to each other. 
 
NB: Uncontrolled transactions refer transactions between two independent parties 
that are comparable to controlled transactions under examination. 
 
8. If your answer is "I agree with the claim" to question 7 above, please briefly 
provide a description of any one of the cases you have dealt with clearly stating the 
following: - jurisdiction -reasons provided by the Customs Official as bases for the 
challenging the customs duty declared by the importer on the controlled transaction -
whether a customs value upliftment was imposed by the Customs Official overriding 
the declared value by importer based on supplier invoice value. 
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9. If your answer to question 7 is "I disagree with the claim", kindly provide a brief 




10. Do you have any specific experience where TP policy was presented to a 
Customs Official to prove arms-length of the customs duty value declared by an 





11. If the answer is yes to question 10 above, did the Customs Official show an 












Section C  
 
13. Based on your experience, how do you rate the Customs Officials' knowledge 
with regards to the link between TP guidelines and CDV regulations in respect of 





- 67 - 
 
14. Briefly provide a motivation for your response in question 13 above. 
 
 
15. From your experience (if any), what do you think may be the reason/s behind any 
treatment of Africa resident MNEs' inbound imports by Customs Officials that is 
inconsistent with multilaterally agreed international regulations? (You may choose as 
many as appropriate). 
 
Suspicion over the TPs used for customs value declaration 
Pressure to meet targets by Customs Officials 
Lack of TP knowledge held by Customs Officials 
Other 
 
16. If your answer to question 15 above is "other" kindly provide a brief description of 
your answer. 
 
17. Are you aware of any adverse impact caused by the conflict between the 
application of an MNE's TP policy and CDV methodology either on the MNE you 





18. If your answer is yes to question 17 above, kindly provide a brief explanation of 
the nature of the adverse impact. ***Adverse impact can include inter alia any of the 
following: - MNE ceasing or considering to cease operating in the import country, 
costly legal battles, consignments seizure by customs etc... 
 
19. May you kindly suggest any unilateral or multilateral measures you believe may 
improve the customs valuation treatment of goods imported by MNEs into Africa 
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